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SUBJECT: MEETING BETWEEN DR. GERHARDT ABEL OF FRG AND 
AMBASSADOR MCDONALD 

1 . ON THURSDAY, WE HAD AN EXTENSIVE DISCUSSION OVER 
LUNCH ON THE TOKYO ROUND AND THE KEY ISSUES STILL REMAIN- 
ING BETWEEN THE U.S. AND THE EC. THE SESSION WAS 
ARRANGED AT THE INVITATION OF DR. ABEL. 

2. ON A LARGE NUMBER OF SUBJECTS, THE U.S. AND THE 
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GERMAN POSITIONS ARE CLOSE, ALTHOUGH THE COMMUNITY CON- 
SENSUS IS STILL SOMEWHAT FURTHER AWAY. FOR EXAMPLE, OUR 
POSITIONS ON SUBSIDIES, SAFEGUARDS, DISPUTE SETTLEMENT 
AND A GENERAL TIGHTENING OF THE DISCIPLINE WITHIN THE 
GATT ALL SEEM SIMILAR. ALTHOUGH SUGGESTING WE MIGHT NEED 
TO FIND SOME COMPROMISE NEAR THE END, THEY THOUGHT 
WE SHOULD PURSUE OUR OBJECTIVES IN THESE AREAS TO MAKE 
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SURE THAT WE HAVE A SOLID RESULT. 

3. AS FOR AGRICULTURE, ABEL INQUIRED ABOUT THE SERIOUS- 
NESS OE THE U.S. REQUESTS ON INDIVIDUAL PRODUCTS. 

MCDONALD EMPHASIZED THAT THERE WAS NO BALANCE IN THE 
DISCUSSIONS ON COMMODITY AGREEMENTS AND THAT THE U.S. WAS 
ONLY COOPERATING IN THE DEVELOPMENT OF THESE ARRANGEMENTS 
IN ORDER TO HELP THE COMMUNITY TO BE MORE LIBERAL IN 
RESPONSE TO OUR INDIVIDUAL REQUESTS EOR ACCESS. MCDONALD 
EMPHASIZED THAT SOME IU-I2 KEY PRODUCTS EMPHASIZED BY 
AMBASSADOR STRAUSS IN THE MEETING WITH VP GUNDELACH IN 
COPENHAGEN WERE ALL ESSENTIAL TO PUT TOGETHER A POLITICAL 
COALITION THAT WILT. BE ESSENTIAL FOR ULTIMATE PASSAGE BY 
CONGRESS OF THE TOKYO ROUND RESULTS. 

4. ON TARIEES ABEL ASKED ABOUT THE U.S. OBJECTIVE AND 
MCDONALD EMPHASIZED THE POLITICAL AIM TO OBTAIN BALANCED 
EINAL RESULTS AT OR ABOVE THE LEVELS OE THE CUT ON THE 
KENNEDY ROUND. MCDONALD ALSO SAID THE U.S. WAS BEGINNING 
TO TAKE SERIOUSLY THE EC STATEMENTS OE LACK OE INTEREST IN 
AND CREDIT EOR OUR GREATHER-THAN-FORMULA CUTS AND MIGHT 
JUST DROP THESE AT THE END. ABEL SAID OE COURSE THESE 
HAVE VALUES BUT INDICATED THAT UP UNTIL NOW THE EC HAS 
STUCK WITH ITS PRINCIPLE OE NO COUNTERBALANCING CREDITS 
PARTIALLY BECAUSE THEY HAVE ONLY NOW BEGUN TO ANALYZE 
THE IMPORTANCE TO THE COMMUNITY OF THESE OFEERS. HE 
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SEEMED ANXIOUS THAT THE U.S. NOT WITHDRAW THESE SOON AND 
EMPHASIZED AT LEAST TWICE THAT THE EACT OE POSSIBLE WITH- 
DRAWALS CIRCULATED BY THE COMMUNITY WAS JUST THAT AND 
NEGOTIABLE. 

5. MCDONALD MENTIONED TWO PROBLEMS ON WHICH GERMANY MIGHT 
REVIEW POSITIONS. THESE WERE: 

A. RULES OF ORIGIN. ON RULES OF ORIGIN WE HAVE NO 
ACCEPTABLE SOLUTION IN VIEW. THE U.S. CONSIDERS THE 
COMMUNITY'S REFUSAL OF ITS REQUEST EOR A 50 PERCENT RULES 
OE ORIGIN RULE AS UNREASONABLE. MCDONALD SUGGESTED THAT 
THIS WOULD UNDERMINE MAJOR OEM TRADE EROM THE U.S. SINCE 
MANY MANUEACTURERS COULD NOT AEFORD TO HAVE TWO LINES OF 
PRODUCTS, ONE FOR USE WITHIN THE EC AND A SPECIAL SECOND 
ONE USING ONLY EC MANUFACTURED COMPONENTS EOR SALE TO EETA 
COUNTRIES. IE SOME SOLUTION IS NOT FOUND WITHIN THE TOKYO 
ROUND, THE U.S. MUST BEGIN LOOKING EOR COUNTER-RESTRICTIVE 
MEASURES THAT COULD BE UNFORTUNATE BUT MIGHT WELL SPILL 
OVER EOR AN UNEAVORABLE EFEECT ON GERMAN ITEMS INCLUDED IN 
U.S. MANUEACTURED GOODS. 
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B. GOVERNMENT PROCUREMENT. THE EC INITIAL OFFER 
FOR ENTITY COVERAGE WAS CONSIDERED WOEFULLY LOW, TOTALLING 
ONLY $3.6 BILLION, LESS EVEN THAN THE SWEDISH OFFER OF 
$3.9 BILLION. OF THIS, THE FRG WAS IN THE MOST AWKWARD 
POSITION OF ALL WITH AN OFFER OF ONLY SOME $350 MILLION, 

EVEN LESS THAN THAT OF DENMARK. SUCH LEVELS SEEM TO BE 
COMPLETELY OUT OF LINE WITH OTHER OFFERS FROM THE NORDICS 
AS MENTIONED, THE JAPANESE WITH OVER $12 BILLION AND THE 
U.S. WITH ALMOST $17 BILLION. 

6. SINCE ERAU STEEG WILL BE MOVING INTO THE CHAIR OF THE 
1 13 COMMITTEE ON JULY I, WE ALSO DISCUSSED THE POSSIBILITY 
OF A QUICK TRIP BY AMB. MCDONALD TO BONN TO REVIEW THE MTN 
SITUATION AND THE REMAINING LIST OF ISSUES TO BE RESOLVED. 
LIMITED OFFICIAL USE 
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NO DATES WERE DISCUSSED, BUT DR. ABEL INDICATED THAT A 
VISIT BEEORE HER UPCOMING TRIP TO WASHINGTON MIGHT BE 
USEEUL. MCDONALD 
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